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 We performed a financial audit of the Montana Guaranteed Student Loan 

Program for the fiscal year ended June 30, 2003.  This report contains the 
audited financial statements and accompanying notes for fiscal year 
2002-03.  We issued an unqualified opinion on the financial statements.  The 
opinion means the reader may rely on the financial statement information 
presented. 
 
This is an annual financial audit performed to attest to the fairness of the 
financial statements of the Montana Guaranteed Student Loan Program.  
Audit recommendations, if any, identified during this financial audit will be 
included in the biennial financial-compliance audit of the Office of the 
Commissioner of Higher Education. 



 
 
 
 
 

FINANCIAL AUDITS 
 
 
 

 
 
Financia l audits are conducted by the Legislative Audit Division to determine if the financial statements 
included in this report are presented fairly and the agency has complied with laws and regulations having 
a direct and material effect on the financial statements.  In performing the audit work, the audit staff uses 
standards set forth by the American Institute of Certified Public Accountants and the United States 
General Accounting Office.  Financial audit staff members hold degrees with an emphasis in accounting.  
Most staff members hold Certified Public Accountant (CPA) certificates. 
 
Government Auditing Standards, the Single Audit Act Amendments of 1996 and OMB Circular A-133 
require the auditor to issue certain financial, internal control, and compliance reports.  This individual 
agency audit report is not intended to comply with these requirements and is therefore not intended for 
distribution to federal grantor agencies. The Legislative Audit Division issues a statewide biennial Single 
Audit Report which complies with the above reporting requirements.  The Single Audit Report for the 
two fiscal years ended June 30, 2003, will be issued by March 31, 2004.  The Single Audit Report for the 
two fiscal years ended June 30, 2001, was issued on March 26, 2002.  Copies of the Single Audit Report 
can be obtained by contacting: 
 
 
Single Audit Coordinator      Legislative Audit Division 
Office of Budget and Program Planning    Room 160, State Capitol 
State Capitol       PO Box 201705 
Helena MT  59620      Helena MT  59620-1705 
Phone (406) 444-3616 
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November 2003 
 
 
The Legislative Audit Committee 
of the Montana State Legislature: 
 
This is our report on the fiscal year 2002-03 financial audit of the Commissioner of Higher Education's 
Montana Guaranteed Student Loan Program (MGSLP).  The objectives of a financial audit include 
determining if the program’s financial statements present fairly its financial position at June 30, 2003, 
and the results of its operations for the fiscal year then ended.  We tested compliance with state and 
federal laws that have a direct and material impact on the financial statements.  Additional compliance 
testing for the program is included in our biennial financial-compliance audit of the Office of the 
Commissioner of Higher Education.   
 
The MGSLP was authorized by the Montana legislature in 1979 and established July 1, 1980.  The 
MGSLP allows eligible students to receive loans from lending institutions to pay for post-secondary 
education.  The federal government guarantees the loans made by lending institutions and makes 
administrative cost reimbursements to the MGSLP for acting as a collection agent.  The MGSLP 
performs the administrative duties associated with the loan guarantee process but contracts with an 
outside vendor for computer support services. 
 
As of June 30, 2003, the original principal balance of guaranteed loans outstanding was approximately 
$796,352,698, with a default rate of 1.78 percent for federal fiscal year 2002-03.   Given the current 
default rate, the federal government will reimburse MGSLP 98 to 100 percent for loans issued prior to 
October 1, 1998, and 95 percent for loans issued on or after October 1, 1998.  The change in 
reimbursement percentages was the result of changes made by the federal government. 
 
Beginning on page A-1, you will find the Independent Auditor’s Report followed by the financial 
statements and accompanying notes.  We issued an unqualified opinion, which means the reader can rely 
on the presented information.  The MGSLP’s response to our audit is on page B-1. 

 
We thank the Commissioner of Higher Education, the Director of MGSLP, and their staff for the 
cooperation and assistance they provided during the audit. 
 
       Respectfully submitted, 

 
     Signature on File 
 
     Scott A. Seacat 
     Legislative Auditor 
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Sheila M. Stearns, Ed.D. Commissioner of Higher Education 
 
Roger Barber Acting Deputy Commissioner  
 for Academic and Student Affairs 
 
Rod Sundsted Associate Commissioner for Fiscal 
 Affairs 
 
Laurie O. Neils  Director of Budget and Accounting 
 

Montana Guaranteed 
Student Loan Program 

Bruce Marks  Director 
 
Karen Wing  Fiscal Manager and Financial Analyst 
 
 
 
For additional information concerning the Montana Guaranteed  
Student Loan Program, contact Bruce Marks, Director, at: 
 

PO Box 203101 
Helena MT 59620-3101 
(406) 444-6594 
 
e-mail address: bmarks@mgslp.state.mt.us 

 
  

 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
Members of the audit staff involved in this audit were Geri Hoffman, 
Sonia Powell, and Jennifer Solem. 
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INDEPENDENT AUDITOR'S REPORT 
 
 
The Legislative Audit Committee 
of the Montana State Legislature: 
 
We have audited the accompanying Balance Sheet of the Commissioner of Higher Education’s Montana 
Guaranteed Student Loan Program – Federal Special Revenue Fund of the state of Montana as of June 30, 
2003, and the related Statement of Revenues, Expenditures, and Changes in Fund Balance Budget and Actual 
for the fiscal year then ended.  The information contained in these financial statements is the responsibility of 
the program's management.  Our responsibility is to express an opinion on these financial statements based on 
our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our 
opinion. 
 
As discussed in note 1, the financial statements present only the Commissioner of Higher Education’s 
Montana Guaranteed Student Loan Program – Federal Special Revenue Fund.  They do not purport to, and do 
not, present fairly the financial position and results of operations of the state of Montana, in conformity with 
accounting principles generally accepted in the United States of America. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Commissioner of Higher Education’s Montana Guaranteed Student Loan Program – Federal 
Special Revenue Fund of the state of Montana as of June 30, 2003, and the results of its operations for the 
year then ended in conformity with accounting principles generally accepted in the United States of America. 
 

Respectfully submitted, 
 
Signature on File 
 
James Gillett, CPA 
Deputy Legislative Auditor 

October 3, 2003 



 
























